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Managing Director of the Fund 


Mr. Per Jacobsson, a Swedish national, has been ap- 
pointed Managing Director of the International Mone- 
tary Fund. He will also serve as Chairman of the Board 
He succeeds Mr. Ivar Rooth, 


also of Sweden, who is completing a five-year term of 


of Executive Directors. 


service in the Fund and is relinquishing his duties on 
October 3, 1956. Mr. Jacobsson will take up his duties 
during November 1956. 

Mr. Jacobsson is a member of the Management of the 
Bank for International Settlements, where he has served 
since 193] as Economic Adviser and Head of the Mone- 
tary and Economic Department. He has been responsible 
for the economic review contained in the widely read 
Annual Reports of that Bank. Previously, he had been 
a member of the Economic and Financial Section of the 
League of Nations Secretariat. In that connection he 
participated in the League’s financial reconstruction 
work in Austria, Hungary, Bulgaria, and Danzig. He 
member of the Irish Commission 


was a Banking 


(1934-38), which resulted in the establishment of the 
Central Bank of Ireland. He has further been charged 
since 1947 with various special inquiries into economic 
and financial conditions in a number of countries, in- 
cluding Austria, France, Italy, and the Netherlands, and 
with a study of the sterling area. He was one of two 
experts appointed by the Organization for European Eco- 
nomic Cooperation in 1950 to inquire into German bal- 
ance of payments questions. 

Mr. Jacobsson was educated at Uppsala University in 
Sweden and is the recipient of honorary degrees from 
Basle University, Trinity College, Dublin, Gettysburg 
College, and Uppsala University. In addition to a con- 
siderable number of articles in various periodicals, his 
published works include Post-War Economic Problems 
(1918), World’s Armament Expenditure (1929), and 
Vonetary Improvements in Europe and Problems of a 
Return to Convertibility (1950). 


Swiss Loan to IBRD 


The Swiss Confederation and the International Bank 
for Reconstruction and Development have entered into 
an agreement, subject to ratification by the Swiss Parlia- 
ment, whereby the Swiss Government will lend Sw F 200 
million (about US$47 million) to the Bank. Under the 
agreement, the proceeds will be made available on Janu- 
ary 1, 1957, in convertible Swiss francs. Interest on the 
loan will be 3%¢ per cent per annum, payable annually 
on January 1. The principal will be repayable in six 
equal annual installments falling due on January 1 of 
each of the years 1960 through 1965, and will have a 
final maturity of é¢ight years. The Swiss Federal Council 
and the World Bank may consider from time to time 
the possibility of revolving installments which become 
due. 


IBRD Loan 


The World Bank announced on September 18 a loan 
of $3 million to the Central Bank of Costa Rica, to assist 
in carrying on a lending program for the development 
of agriculture and light industry. The loan is for seven 
years and bears interest of 4%4 per cent including the 
statutory commission of | per cent. It is the first World 
Bank loan to Costa Rica and is guaranteed by the Gov- 
ernment of Costa Rica. 

The Chemical Corn Exchange Bank of New York is 


It is expected that substantially the entire proceeds 
of the loan will be converted into dollars. This is in ac- 
cordance with the wishes of the Swiss Government, which 
wants to invest these funds without adding to the liquidity 
of the Swiss money market. To the extent that the World 
Bank needs Swiss francs for disbursement to borrowers 
making payment for Swiss goods and services, the Bank 
expects to cover those needs, as in the past, by using the 
proceeds of bond issues floated in the Swiss market. 
Since 1948, the Bank has sold eight Swiss franc issues 
of its bonds, totaling Sw F 346 million, to private in- 
vestors in Switzerland. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
September 18, 1956. 


to Costa Rica 


participating in the loan, without the World Bank’s guar- 
antee, to the extent of $366,000 representing the first 
maturity and half of the second maturity, which fall due 
October 1, 1958 and April 1, 1959. 

Costa Rica’s requirements for capital goods are mostly 
for agriculture, for the processing of agricultural prod- 
ucts, and for light industries. To meet the need for 
imported capital goods, the Government, at the end of 


1952, initiated a credit program through the banking 





system. Under this program the Central Bank extends 
credit to commercial banks for the importation of capital 
goods required by individuals or private enterprises. 
The commercial banks in turn extend credit to their 
customers for the purchase of these goods through normal 
trade channels. Applications for credit under this pro- 
gram are carefully examined, to assure that they are for 
purposes significant to Costa Rica’s development. 

The program has proved to be effective and has been 
an important factor in the improvement in agricultural 


Europe 
United Kingdom and West German Exports 


U.K. exports since 1953 have increased by only 11.5 
per cent, while the U.K. share in world trade of indus- 
trial products has fallen from 21.3 per cent to 20 per cent, 
according to the London Economist. In the same period, 
exports of West Germany expanded by 40 per cent, and 
the German share in world trade rose by 2.3 per cent. 
to 15.6 per cent. In 1953, West Germany’s export volume 
amounted to only three fifths of the U.K. volume: two 
vears later it had risen to three fourths. 

The Board of Trade Journal, in an article that exam- 
ines some of the reasons for the German expansion, 
explains that the old argument that German industry 
enjoys special privileges does not hold. Raw materials 
and rolling stock are cheaper in the United Kingdom 
than in West Germany. Tax burdens differ very little. 
and tax relief for the German export industry was re- 
pealed last year. The British exporter has more abundant 
credit available. benefits from more favorable interest 
rates, and may insure his export risks at the same advan- 
tageous conditions offered to his German competitor. 

According to the Board of Trade Journal, German in- 
dustry has been favored by the influx of new labor. 
From 1950 to 1955, employment rose by nearly 4 million, 
which gave an extraordinary stimulus to the German 
economy. The result was that wage earners showed more 
restraint in their claims. If the relation between total 
production and the volume of employment is taken as a 
measure of productivity, it appears that between 1953 and 
1955 industrial production per employed worker increased 
by 17 per cent in West Germany and by only 10 per cent in 
the United Kingdom. In the same period, wages and sala- 
ries rose by 12 per cent in West Germany and by 17 per 
cent in the United Kingdom. Thus, against a labor cost de- 
crease of 4 per cent in West Germany, there was an 
increase of 6 per cent in the United Kingdom. Although 
such a comparison in productivity leads to hardly more 
than a few conjectures, it shows clearly that cost rela- 
tions and therefore competitiveness have moved in favor 
of West Germany. 

Ziircher Zeitung, 
August 31, 1956. 


Source: Neue Ziirich. 


Switzerland, 
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output and efficiency during the last few years. The World 
Bank loan will provide the foreign exchange needed by 
the Central Bank to carry forward the program until 1958. 
It is expected that most of the loan will be used for im- 
ports which will directly aid the further expansion of 


agriculture. 


Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D.C., 
September 18, 1956. 





U.K. Trade Deficit 


The U.K. trade deficit for August was greater than the 
July deficit, mainly by reason of a drop of £13 million 
in export shipments. The Board of Trade points out, 
however, that the July-August average of £260 million 
for the value of exports, although 2 per cent below the 
7 per cent 
above the rate for 1955. Imports in August increased by 


monthly rate for the first half of this year, is 


£2.2 million, to over £322 million. The average value 
for July and August is 2! per cent below the monthly 
rate for the first half of the year and 1 per cent below 
that for 1955. The average excess of imports (c.i.f.) 
over exports and re-exports (f.o.b.) for July-August, at 
£52.5 million, is £1.5 million greater than the monthly rate 
in the first six months of the year but still nearly £20 mil- 
lion below the rate for 1955. 


Source: The Times, London, England, September 12, 
1956. 


French Participation in Brazil's Hague Club Arrangements 


\ trade and payments agreement recently concluded 
between Brazil and France provides for France's partici- 
pation in the Hague Club arrangement for settling trade 
with Brazil by multilateral payments arrangements. The 
French franc will henceforth be treated by the Brazilian 
monetary authorities in the same way as the currencies 
of the other members of the Hague Club, i.e., the United 
Kingdom, the Federal Republic of Germany, the Nether- 
lands, Belgium-Luxembourg, Italy, and Austria (see this 
News Survey, Vol. VIII, pp. 172 and 403). The French 
authorities had been concerned lest participation in the 
multilateral payments system would mean that the pro- 
ceeds from Brazilian exports to the franc area could be 
used to finance imports from other countries in a stronger 
competitive position. However, France’s nonparticipa- 
tion in the multilateral scheme was already leading to a 
marked contraction of its trade with Brazil. In the first 
six months of 1956, French imports from Brazil amounted 
to only F 9.3 billion, against F 13.5 billion in the com- 
parable period of 1955, while French exports to Brazil 
declined during the same period from F 12.9 billion to 
F 4.4 billion. 


At the same time, the 1953 trade agreement between 
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France and Brazil was renewed and adapted to the new 
payments conditions. France has agreed to impose no 
import restrictions on Brazilian cotton, jute, raw hides, 
iron ore, manganese, cacao, castor oil seeds, and oranges. 
A quota of 48,000 tons has been agreed for French 
imports of Brazilian coffee. 


Source: Neue JZiircher Zeitung, Ziirich, 
September 3, 1956. 


Switzerland, 


Export-Import Bank Loan fo France 


A $20 million credit to assist 50 U.S. manufacturers to 
sell machinery and equipment to a French automotive 
company was announced by the Export-Import Bank of 
Washington on September 14. Application for the loan 
was submitted through private U.S. banking channels. 
In addition, two U.S. banks are participating in the loan 
to a substantial extent for their own account and risk. 

The loan is in favor of Société Industrielle de Méca- 
nique et Carrosserie Automobile (SIMCA), of Paris, 
which manufactures automobiles, trucks, tractors, and 
related equipment. The automobiles, known as the Aronde 
and Vedette, are small cars designed especially for con- 
tinental use. The company is behind schedule on deliv- 
eries of these automobiles, and it is anticipated that the 
present large demand for them in France will continue. 
The expansion program is expected to add about 2,000 
workers to the present labor force of 20,000. The credit 
is of ten years’ duration, payable in 20 equal semiannual 
installments beginning in July 1958. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., September 14, 1956. 


Swedish Credit Policy 


Commercial banks in Sweden have reduced their ad- 
apart from those to building—by about SKr 600 
million since May 1956. Thus the banks have fulfilled 
the Riksbank’s request that such advances be reduced 5 


vances 


per cent below the level at the end of July 1955 (see this 
Vews Survey, Vol. VIII, p. 336). The Managing Director 
of the Swedish Association of Banks states that the severe 
restrictions on advances have made themselves felt in all 
sectors of the economy, particularly since the possibilities 
of self-financing of industry have been less than in earlier 
years. Moreover, it remains impossible to float bond 
issues for private industry. A survey by the banks is 
stated to have shown that, relatively, the banks have 
increased their advances to the smaller firms. 

After negotiations, the Riksbank and the commercial 
banks agreed to continue to apply the present liquidity 
ratios within the limits set by the level of advances of 
July 31, 1955 minus 5 per cent—except advances to 
building. 


Sources: Svenska Dagbladet, Stockholm, Sweden, Sep- 
tember 12 and 14, 1956. 


Middle East 


Syria's Trade Agreements 


A spokesman of the Syrian Ministry of National Econ- 
omy has stated that Syria has concluded trade agreements 
with Bulgaria, Mainland China, Czechoslovakia, Egypt, 
East Germany, Greece, Hungary, India, Italy, Japan, 
Jordan, Lebanon, Pakistan, Poland, Rumania, Saudi 
Arabia, the U.S.S.R., and Yugoslavia. 


ments are for one year and are renewable. It also has 


All these agree- 


a loan agreement of $10 million, repayable in ten years, 
with Saudi Arabia, and has entered into the Inter-Arab 
Trade and Payments Agreement. Agreements are urder 
negotiation with the United States and the United King- 


dom. 


Source: Le Commerce du Levant, Beirut. Lebanon, 


September 8, 1956. 


Lebanese-Bulgarian Trade Agreement 


A trade agreement between Lebanon and Bulgaria, 
signed in Beirut in June, aims at expanding the exchange 
of goods between the two countries. Lebanese and Bul- 
garian exports are listed in tables annexed to the agree- 
ment. The Bulgarian exports are mainly machinery and 
textiles, while Lebanese exports are mainly agricultural 
products, foodstuffs, and tobacco. The two countries 
agreed to facilitate triangular transactions and transit 
trade. The agreement also provides for the extension 
of the most-favored-nation treatment, with some excep- 
tions which are related mainly to those advantages given 
to border countries and special groups of nations (Eastern 
European countries in the case of Bulgaria and Arab 
countries in the case of Lebanon). Payments between the 
two countries will be effected in U.S. dollars or in other 
currencies as agreed upon between exporters and im- 
porters within the exchange control regulations and leg- 
islation in either country. A mixed Lebanese-Bulgarian 
commission is established to supervise the agreement 
and to take action destined to develop economic relations 
between the two parties. The agreement is for one year 
and is subject to renewal. 

In the exchange of letters annexed to the agreement, 
Lebanon agreed to guarantee to Bulgaria the use of the 
free trade zones in Lebanon, and to the establishment by 
Bulgaria of commercial representation with headquarters 
in Beirut. The Bulgarian Government agreed to utilize 
at least 60 per cent of its proceeds from exports to Leba- 
non to buy commodities listed in the annex to the agree- 
ment. The remainder may be used to purchase merchan- 
dise in transit or in the free trade zones in Lebanon. 
The Bulgarian Government also agreed to train Lebanese 
technicians on the use and maintenance of Bulgarian 
machinery exported by Bulgaria under the agreement. 
Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 

tember 8, 1956. 
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Far East 
Indian Manganese Export Duty 


The Government of India has announced the restora- 
tion, with immediate effect, of export duties on manga- 
nese ore, which had been abolished in August 1954 (see 
this News Survey, Vol. VII, p. 69). The duty on ore 
with manganese content exceeding 38 per cent, but not 
exceeding 40 per cent, will be Rs 10 (US$2.10) per ton; 


on ore with manganese content exceeding 40 per cent, 


but not exceeding 44 per cent, Rs 20 ($4.20) per ton; 


and on ore with manganese content exceeding 44 per 
cent, Rs 30 ($6.30) per ton. Low-grade ores with man 
ganese content not exceeding 38 per cent will be exempt 
from export duty. 

The export quotas for iron ore and manganese ore 
granted in accordance with a policy announced on July 27 
and August 3, 1956 are to be doubled, and the period of 
validity of these quotas has been extended to June 30, 
1957. 

Source: The Hindu, Madras, India, September 2, 1956. 


Burmese Government Budget for 1956-57 


The proposed budget of the Union Government of 
Burma for 1956-57 (October-September) estimates rev- 
enue receipts at K 891 million (US$187 million), of 
which K 877 million is budgeted for ordinary expendi- 
tures, leaving a revenue budget surplus of K 14 million (ap- 
proximately $3 million). Capital receipts, which exclude 
borrowings from the Union Bank but include other inter- 
nal as well as external loans, and receipts under the agree- 
ment signed with the United States for the procurement 
of agricultural surpluses, are estimated at K 417 million, 
while expenditures (excluding loans to local govern- 
ments and government agencies) are placed at K 199 
million. On this calculation, the budget shows an antici- 
pated surplus of K 232 million ($48.7 million) in contrast 
to a budgeted deficit of K 88 million in 1955-56. 

The large increase in revenue receipts—from K 729 
million in 1955-56 to K 891 million in 1956-57—is due 
mainly to the larger yield of customs and sales taxes 
from higher imports, an increase of income tax collec- 
tions from enlarged trade profits, and a larger transfer 
of profits from the Union Bank. 

For the year ending September 30, 1956 the deficit, 
excluding loans to the Boards and Corporations, has 
increased from K 88 million in the original budget esti- 
mate to K 168 million in the revised estimates. When the 
Government's net borrowings are taken into account as 
receipts, the over-all deficit shows a decline from the 
budget estimate of K 191 million to a revised estimate 
of K 97 million. 

The operations of the government-owned and mixed 
corporations are covered in a “comprehensive budget of 
the public sector.” In this budget, estimated receipts are 
K 3,130 million ($657.3 million) while expenditures are 


placed at K 3,199 million ($671.8 million). Receipts in 
this comprehensive budget include drawings of K 35 
million ($7.3 million) from the World Bank loan to the 
Rangoon Port Commission and of K 22 million ($4.6 
million) from the Bank’s loan to the Burma Railways 
(see this News Survey, Vol. VII, p. 349). 

Sources: Minister of Finance, Budget Speech, August 31, 
1956, and Economic Survey of Burma, 1956, 
August 31, 1956, Rangoon, Burma. 


Balance of Payments of Cambodia 


Cambodia’s deficit on current payments in 1955 
amounted to 726 million riels. Since exports were 951 
million and imports were 1,387 million, the trade deficit 
was 436 million riels. Receipts from invisibles amounted 
to 154 million riels and invisible payments to 444 mil- 
lion, so that there was an adverse balance of 290 million 
riels. The largest deficit items among invisibles were in 
transportation (80 million riels), remittances from wages 
and salaries (55 million), government expenditures 
abroad (40 million), and miscellaneous expenditures 
(140 million). 

An analysis of changes in current payments between 
the first half and the second half of 1955 shows that the 
trade account deteriorated sharply during the second 
half of the year, the deficit rising to 364 million riels, 
from 72 million during the first six months; in contrast, 
the deficit on account of invisibles fell to 33 million riels, 
from 257 million in the January-June period. The 
worsening of the trade deficit during the second half of 
1956 was the result of a greater increase in imports (335 
million riels) than in exports (43 million). 

Investments abroad during 1955 totaled 25 million 
riels, thus exceeding foreign investments in Cambodia, 
which were 20 million riels. The goods and services 
deficit was financed by U.S. aid of 946 million riels and 
French aid of 318 million riels. Since total foreign aid 
exceeded the deficit on current account, the Govern- 
ment’s foreign assets rose by 45] million riels and net 
private assets increased by 92 million riels. 

Source: L’Information du 


Viet-Nam Economique et 


Financiere, Saigon, Viet-Nam, August 19, 1956. 


Free Exchange Market in Viet-Nam 


During July, the first month of operation of the free 


exchange market in Saigon (see this News Survey, 


Vol. IX, pp. 30 and 61), total authorizations for the 
purchase of foreign exchange amounted to 213 million 
piastres. Sales of exchange by authorized banks were 
equivalent to 180 million piastres. French francs ac- 
counted for rather more than 60 per cent of this total. 
Authorizations have been granted readily by the Ex- 
change Office, but the authorized banks’ sales of exchange 
have exceeded their purchases. 

Source: Marchés Coloniaux du 

September 1, 1956, 


Monde, Paris, France, 
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United States and Canada 
Increase in U.S. ludustrial Output 


As U.S. industrial activity recovered from the impact 
of the July steel strike, the Federal Reserve Board index 
of industrial production in August returned to the June 
level of 141 (1947-49=100). The Board indicated that 
output for September will increase even further. 

Steel output led the recovery by rising to a monthly 
average of 75 per cent of capacity in August, compared 
with an average of 15 per cent in July and 92 per cent in 
June. The most important advance was in the index of 
durable goods output, which gained 11 points in August 
after having fallen to a low of 148 during the steel 
strike. Output of manufacturers’ nondurable goods, as 
well as consumer durable goods and automobiles, re- 
mained unchanged from July. These indices, however, 
were well below those for August 1955. Output of rub- 
ber goods increased in August, coke production recov- 
ered, and production of paper, chemicals, and petroleum 
products was maintained at July levels. 

Source: The Journal of Commerce, New York, N.Y.., 
September 17, 1956. 


U.S. Barter Sales 


The U.S. Department of Agriculture in the fiscal year 
1956 entered into barter contracts for the sale of surplus 
farm commodities valued at $316 million. Commodities 
placed under contract in fiscal 1955 were valued at $282 
million. Of the countries that have received farm com- 
modities under the program in fiscal 1955 and 1956, 
eight—the United Kingdom, the Netherlands, Japan, 
West Germany, Belgium, Ireland, Greece, and Norway 
have accounted for 78 per cent of the value of the com- 
modities exported. 

Strategic materials acquired under the barter program 
in fiscal 1956 were valued at $177 million, compared 
with $83 million in the previous year. 

Source: The Journal of Commerce, New York, N.Y., 
September 18, 1956. 


Canadian Balance of Payments 


Canada incurred a balance of payments deficit on cur- 
rent account of Can$429 million during the second 
quarter of 1956, thus raising the cumulative deficit for 
the first half of the year to Can$771 million, or more 
than double the rate in the equivalent period of 1955. 
The increase was due almost entirely to a continuing rise 
in merchandise imports, which for the half year were 31 
per cent higher than in 1955 against a gain of 13 per cent 
in exports. The rise in imports was generalized, although 
capital goods accounted for a substantial proportion, 
reflecting the high rate of investment activity in Canada. 
Wheat provided almost half of the rise in exports; while 
foreign demand for most other commodities continued 


strong on balance, certain materials, notably lumber, 


93 


aluminum, lead, and zinc, failed to share in the general 
increase. 

Accompanying the higher second quarter deficit on 
current account was a sharp increase in long-term capital 
receipts, from $112 million in the first quarter to $350 
million in the second quarter. Most of the increase was 
due to rising receipts from new issues (net) of Canadian 
securities in the United States, following the widening of 
the interest rate spread between the two countries, but 
direct investment receipts and nonresident purchases of 
Canadian stocks also increased sharply. Short-term cap- 
ital receipts, on the other hand, fell from $194 million in 
the first quarter to $88 million in the second, reflecting a 
cessation of nonresident purchasing of outstanding Ca- 
nadian bonds, as well as changes in Canadian holdings 
of foreign exchange and in various miscellaneous receipts. 
Together with $2] million from repayments on Canadian 
Government loans, this capital inflow was more than ade- 
quate to finance the current account deficit during the 
quarter. Official reserves of gold and foreign exchange 


rose by $30 million, while the exchange rate strengthened 
from Can$1.00=US$1.001 in the first 


quarter to 
US$1.009 in the second. 


Source: Dominion Bureau of Statistics, The Canadian 


Balance of International Payments, 


Quarter 1956, Ottawa, Canada. 


Second 


Latin America 
Economic Conditions in Mexico 


President Ruiz Cortinez, in his annual message to 
Congress, pointed out the impressive economic gains 
made by Mexico during the last fiscal year, September 1, 
1955-August 31, 1956. A high investment ratio helped 
to raise the gross national product in 1955 to Mex$84 
billion, a real growth of 10 per cent over 1954; a similar 
rate of growth was recorded during the first nine months 
of 1956. The President stated that balanced agricultural- 
industrial development has brought positive results. 


Mexico has been able to provide the population’s basic 


food needs in corn, beans, and wheat. In the crop year 


1955-56, wheat reached the record level of 1.2 million 


tons, 400,000 tons greater than in 1954-55; this will be 
enough to satisfy domestic consumption and leave im- 
portant reserves for the future. Although the corn crop 
was slightly below the 1954-55 crop, because of hurri- 
canes, it amounted to 4.4 million tons and was enough 
to satisfy domestic demand: the 1956-57 crop is esti- 
mated at 5 million tons. The 1955-56 bean crop amounted 
to 450,000 tons, 50 per cent more than in the preceding 
year. The two principal export crops, cotton and coffee, 
increased by 18 per cent and 9.5 per cent, respectively. 
The area planted to cotton was reduced by 145,000 hec- 
tares, but better methods of production are producing 
higher yields and the harvest is estimated at about 2 mil- 
lion bales, with a value of about Mex$3.9 billion. Mining 
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output in 1955 rose by 9 per cent and manufacturing 
output by 11 per cent. Among the basic industries, pro- 
duction was markedly greater than in the previous year, 
output of electric power increasing by 11.5 per cent, 
petroleum by 7.2 per cent, and refined products by 4.7 
per cent. Production of consumer goods, especially food- 
stuffs and textiles, also increased. Construction activity 
in the Federal District increased by 1] per cent, while 
construction in other sections of the country rose by 18 
per cent. Commercial activity increased by 10 per cent. 
In the first half of 1956, the volume of industrial pro- 
duction was 6 per cent greater than in the first half of 
1955. In the steel industry, output rose by 14 per cent. 


The President said that during the fiscal year there 


had been unprecedented increases in investment by pri- 


vate capital, stimulated by a feeling of confidence and 
by the measures taken by the Government in respect of 
tax exemptions and credit to small industries. Nacional 
Financiera, whose capital was increased to Mex$200 
million, has continued to stimulate and consolidate basic 
industries. Of its total loans of Mex$3.8 billion, Mex$3.1 
billion went to industry-—45 per cent to manufacturing, 
24 per cent to transportation, communication, and other 
basic services, 21 per cent to electric power, and the 
remaining 10 per cent to construction and mining. For- 
eign credit, representing one third of the resources of 
Nacional Financiera, amounted to the equivalent of 
US$244 million. The balance unused at the end of the 
fiscal year was US$59 million. 

The monetary-fiscal policies followed during the year 
were successful in arresting further monetary expansion, 
which would have caused further price increases. While 
real national product in July 1956 was 10 per cent 
greater than a year earlier, the money supply had in- 
creased at an annual rate of only 8.5 per cent. This 
explains the tendency toward stability indicated by the 
price indices in the past twelve months; the wholesale 
price index of the Bank of Mexico increased by only 2.6 
per cent during the twelve-month period ended July 1956. 


The Government has attempted to limit credit expan- 
sion without at the same time neglecting the demands of 
Total 
credit on May 31, 1956 was Mex$12.9 billion, 11 per cent 
greater than in May 1955. Of this total, 74 per cent had 
been extended to productive activities and 26 per cent 


the growing agricultural and industrial sectors. 


to commerce; among the productive activities, industry 
obtained 61 per cent, agriculture 36 per cent, and mining 
and foreign trade 3 per cent. 


Greater economic activity and improvements in tax 
collection methods have resulted in a balanced budget 
and a reduction of the public debt. Ordinary govern- 
ment revenues in 1955 amounted to Mex$7 billion. The 
government budget for 1956 as approved by Congress 
was Mex$6.7 billion. In the first half of 1956, govern- 


ment expenditures were Mex$3.4 billion, Mex$355 million 
more than in the same period of 1955. The President 
stated that the Government will continue to follow a 
careful monetary and fiscal policy to ensure that gov- 
ernment expenditures and credit from the public sector 
will not provoke a monetary expansion in excess of the 
demand for a real increase in production. In agreement 
with this goal, the Government maintained public invest- 
ment at Mex$3.6 billion, the same as in the previous 
year. In the fiscal year beginning September 1, 1956, 
however, it has been increased to Mex$3.95 billion. The 
Investment Commission has organized and coordinated a 
program which envisages a total expenditure for public 
development of Mex$2.9 billion, or 74 per cent of total 
public investment; 35 per cent of this public development 
expenditure has been appropriated for highway, railroad, 
and port improvements, 25 per cent for electric power 
and construction, 14 per cent for irrigation, 20 per cent 
for housing, education, and health services, and 6 per 
cent to complement private initiative, mainly in agri- 
culture. The President pointed out that the Government 
will continue to use foreign credit for national develop- 
ment purposes, with the necessary limitations in line 
A $90 million loan 
received in 1954 from the International Bank for Re- 


with the country’s independence. 


construction and Development has been used mostly for 
electrification, highway, and port improvements. 


On June 30, 1956, Mexico’s total public debt amounted 
to Mex$7.4 billion, of which domestic debt was Mex$3.2 
billion, foreign debt was Mex$1.4 billion, and interna- 
tional credits for Nacional Financiera were Mex$2.7 
billion. The public debt declined from 11.7 per cent 
of gross national product in June 1955 to 8.9 per cent 
in June 1956. 


The balance of payments continued to be favorable. 
The gold and foreign exchange reserves of the Bank of 
Mexico on August 30, 1956 were equivalent to US$410 
million, US$105 million greater than a year earlier; this 
surplus was due to a record level of exports. In the first 
five months of 1956, exports were 27 per cent above those 
in the corresponding period in 1955; imports increased 
by 16 per cent, the expansion resulting from the increase 
in investment in Mexico. Imports of consumer goods 
amounted to 17 per cent of the total, and imports of 
capital goods and raw materials to 82 per cent. 


Since the U.S. policy of disposing of cotton surpluses 
abroad brought about a price reduction and uncertainty 
in the world market, the Government of Mexico, to meet 
the situation, reduced by 30 per cent the export cotton 
tax, which yields about Mex$140 million a year. As a 
transitory measure, it also established the requirement 
that certain restricted goods could be imported only in 
exchange for Mexican cotton. The President stated that 
this measure does not mean that Mexico is abandoning 
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the policy of multilateral trade, which it has always en- 
dorsed. The Government also authorized credit to the 
Banco de Ejidal to take the steps necessary to prevent 
sales of cotton at low prices. In spite of the seriousness of 
the situation, sales of cotton have continued favorable. 
Source: Excelsior, Mexico, D. F., September 2, 1956. 


Mexican Cotton Export Policy 
The Mexican Government has for some time made im- 
port licenses for certain articles, including automobiles, 
conditional upon the export of an amount equal in value 
to the import of such surplus products as henequen, cot- 
ton textiles, canned pineapple, tar, coffee, vegetable fibers, 
and raw cotton. The exporter is free to determine the 
quantity and price of his exports, and no specific destina- 
tion is required for the export. It may be sold to any 
country, and not necessarily to the country supplying the 
import. Both imports and exports are paid for separately 
in the currencies and under the credit and other condi- 
tions according to which each operation was arranged. 
These transactions should therefore not be described as 
barter transactions. 
Source: Banco Nacional de Comercio Exterior, S. A., 
Comercio Exterior de México, Mexico, D. F., 


August 1956. 
Export-Import Bank Loan fo Argentina 


The Export-Import Bank of Washington has agreed 
to establish credits up to $100 million for Argentina, to 
assist in financing the purchase of U.S. equipment and 
services required for rehabilitation of the transportation 
system and to increase the output of Argentine industry 
and agriculture. Credits to the public sector of the econ- 
omy will be repayable over a period of 18 years, with 
interest at 5 per cent per annum. Any credits to privately 
owned enterprises will be used for the most urgent capital 
equipment needs which will benefit the dollar exchange 
position of Argentina. Terms and conditions will be ap- 
propriate to individual cases. In announcing this credit 
it was stated that the Bank was impressed by Argentine 
progress in attaining monetary and financial stability and 
by efforts on behalf of free enterprise. and that, to facili- 


tate allocation of the credits, a Bank mission will shortly 


visit Argentina to study emergency requirements. 
Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., September 17, 1956. 


Other Countries 

New Zealand Loan 

The New Zealand Government issued in London, on 
September 6, a £5 million loan, 1978-82, at 96!2, and 
bearing interest at 514 per cent. The proceeds of this loan 
will help finance part of the Government's development 
program for this year. The Government was last in the 
London market in June 1955 for a £10 million loan, 
1970-73, issued at 97!2, with interest at 414 per cent. 
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Source: The Times, London, England, September 4, 


1956. 
Economic Developments in South Africa 


The Deputy Governor of the South African Reserve 
Bank, in an address at the Annual General Meeting, stated 
that the Union’s net geographical income (including net 
income accruing to non-Union factors of production) in 
the year ended June 1955 increased by 5.5 per cent, to 
£1,633 million (market prices). If allowance is made for 
the general increase in prices‘and the normal increase in 
population, the real income per capita would appear to 
have increased only slightly. 

Certain trends indicated by the 1954-55 figures con- 
tinued in the year ended June 1956. Gold production in- 
creased further, by 1.2 million fine ounces, to 15.2 million 
fine ounces; and proceeds from uranium rose by £11 
million, to £32 million. Moderate increases were reported 
for copper, coal, chrome, manganese, and asbestos. In 
secondary industries, production would appear at least 
to have been maintained at the 1954-55 level. Agriculture, 
from the point of view of output, had a favorable year; 
there were record crops of wool, sugar, and wheat, and 
the maize crop was again good. However, the more diff- 
cult market conditions of the previous year continued into 
1955-56, with wool and maize prices, for example, de- 
clining further. (At the opening of the new wool selling 
season in September 1956, prices at South African auc- 
tions tended to rise above the closing prices of 1955-56.) 
The figures for building plans passed suggest slacker 
conditions in the building industry. The turnover in 
certain lines of trade and commerce tended to decline 
below the 1954-55 levels. 

The national account data for the calendar year 1955 
show substantial increases in private consumption, in cur- 
rent purchases of goods and services by public authorities, 
and in gross capital formation. However, the rate of 
increase in gross capital formation declined materially, 
the rate being 3 per cent in 1955, compared with 16 per 
cent in 1954 and 28 per cent in 1953. Moreover, inventory 
investments in 1955 increased, while expenditure on fixed 
assets declined slightly for the first time since the war, 
owing to a decline in investment expenditure by public 
corporations. Although prices were still rising, the rate 
of increase slowed down slightly. 

The balance of payments deficit on current account was 
reduced from £30 million in 1954 to £28 million in 1955. 
A substantial liberalization of imports was reflected by an 
increase of £48 million in imports, to £485 million 
(f.o.b.), in 1955; this increase was in part accounted for 
by an appreciable increase in inventories. Exports of 
merchandise increased by £37 million, to £360 million 
(f.o.b.) in 1955, mainly because of an increase of £15 
million in uranium exports and a rise of £13 million in 


exports of diamonds, lead, fruit, and maize. The value 
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of gold output in 1955 increased by £18 million, to £182 
million, and net payments on invisible account by £5 
million, to £85 million. On capital account, the position 
showed a marked deterioration between 1954 and 1955, 
the net inflow falling from £74 million to £8 million, in 
part as a result of an outflow of private capital to the 
sterling area. Reserves declined by £20 million, to £129 
million at the end of 1955; following a reduction of £36 
million in January-September, there was a rise of £16 
million in the fourth quarter. During the first half of 
1956, the Reserve Bank’s gold and foreign exchange hold- 
ings declined by £15 million; the net inflow of capital in 
this period probably increased and the gold and uranium 
output rose. An appreciable recovery of reserves is ex- 
pected in the fourth quarter of this year. 


In the monetary and banking field, the Deputy Gover- 
nor noted that the commercial banks’ discounts and ad- 
vances increased by £28 million in the first half of 1955, 
by £6 million in the second half of that year, and by 
another £6 million in January-June 1956. The aggregate 
amount of both commercial and central bank credit 
expanded by £43 million, or 10.2 per cent, in the 18 
months ended June 1956, which did not suggest a curtail- 
ment of total bank credit and still less a credit squeeze 
or stringency. The main reasons for the decline in money 
in circulation during that period were the balance of 
payments deficit and the increase of £68 million in fixed 
and savings deposits of the commercial banks. 


Reviewing the monetary policies pursued in 1955-56, 
the Deputy Governor stated that the Reserve Bank had 
preferred to allow interest rates to rise to natural levels. 
thereby reinforcing its earlier request to the commercial 
banks to follow a more selective credit policy. The de- 
cisions taken included increases in March 1955 in the 
rates on Treasury bills and call deposits with the National 
Finance Corporation, and in interest on fixed deposits 
with commercial banks; the Reserve Bank’s request to the 
commercial banks in July 1955 to avoid a further net 
increase in their total advances and to restrict in par- 
ticular credit for consumption and fixed capital purposes: 
the raising of the South African official discount rate from 
b per cent to 4.5 per cent on September 29, 1955; further 
increases in Treasury bill rates and interest on call money 
with the National Finance Corporation on February 15, 
1956; and the introduction of controls over the transfers 
of certain funds by Union residents to the sterling area on 
February 21, 1956. Finally, the South African Parlia- 
ment has recently empowered the Reserve Bank to im 
pose, with the concurrence of the Treasury, supplementary 
reserve requirements on the commercial banks, when 
this would be in the national interest (see this News 
Survey, Vol. VIII, pp. 275 and 340). 

The outlook for the South African economy remains 


promising. The increase in gold and uranium production 
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may be expected to continue for some time, as the newly 


established mines expand their output. In addition, new 
gold mining development in the Orange Free State, the 
Bethal area, and the Western Transvaal has either com- 
menced or is under consideration. The labor situation in 
the mines has shown some improvement. Power shortages 
are gradually being overcome. One disquieting feature, 
however, is the continuing tendency for working costs to 
rise and to jeopardize the existence of a number of the 
older low-grade mines. Mining of coal, manganese, and 
chrome should benefit from efforts to eliminate the trans- 
portation bottleneck. The outlook for the farming sector, 
on the whole, appears to be satisfactory despite the de- 
cline in certain agricultural prices. Expansion in second- 
ary industries is likely to continue, but probably at a 
slower rate than during the past few years. Development 
in the public sector is likely to continue at a high rate for 
some time, not only to overtake the backlog built up 
during the war and early postwar years, but also to 
keep abreast of the further expansion in the private sec- 
tor and the growth in population. In assessing the balance 
of payments prospects, it should not be overlooked that, 
although the current deficit was reduced from £102 mil- 
lion in 1951 to £28 million in 1955, net current invisible 
expenditure abroad increased from £66 million to £85 
million and this item, as well as repayment of foreign 
loans, will probably continue to increase. If the Union 
aims at achieving equilibrium in its balance of payments 
without the aid of import control and desires a continued 
general economic expansion, it will, for some time, con- 


tinue to be dependent on a net inflow of foreign capital. 


Source: South African Reserve Bank, Address by the 
Deputy Governor at the Annual General Meeting 
of Stockholders, August 8, 1956, Pretoria, South 


Africa. 


Fund Alternate Executive Director 


Dr. Wilhelm Hanemann, formerly a Member of the 
Economics Ministry of the Federal Republic of Germany, 
has been appointed Alternate Executive Director of the 
Fund for the Federal Republic of Germany, as of Septem- 
ber 15, 1956, to succeed Dr. Otto Donner. 
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